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Th is Task Force was cor1vened by th e Urban Mass Transportation 

Admi n i s trator to provide staff suppor t f or the Departm ent ' s con

sid e ration of ne\-1 l e gislation to meet urban mass transportatio11 

need s . 

Th is Re port is int e nd ed to provide a .b a sis for ir i i tial policy 
. 

d eci s ion s cov e ring th e ma jor e l eme nt s of a l eg isl at i ve pr opo s a l . 

Th e Re1?~1·t titt cmp·t s to (1) c l ar ify th e pro b l ems and oppor t uni ti es 

th a t might un de rli e a l eg i s l a t i v e pro posa l ; (2) id e ntif y and an a ly ze 

th e ma j or i ss u es inv o lv ed in a l.e gi s l at iv e proposa l an d the r an g e 

of al t r t)a tiv as assoc i a t ed wi t h eac h e l ement ; an d (3) illu st r a t e 

po t e r1tia l p ac k ag es t h at coul d fo rm th e b asis for a l eg i s l a tiv e 

p ropo s a l . Tl1e Ta s k Fo rce h as 11ot at t en,pte d to r each ag r eemen t on 

a sin gl e re commende d pac kage . 

It i s e xpected th at tl1e subs equ en t \\10rk of t..he Tas .k Force ,:1ill in,,01,,e 

d. v elopment of a draft bill an d j us t ification i mpl emen ting the policy 

decisions take n wi th r espec t t o th e major issu e s identified in t his 

Report . 

The T sk Force member s ,..,ish to ackno\v le dg e the assist anc e rec e iv ed from 

mbers of th¢ir s taffs , particu l arl y the con t r i bution s of William J . 

Dr i scoll , TGC-40 , and Robert. H. Bruton , TPI -2 0 . 
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I • PROGRN-1 PUP-POSE 

• • 

The declin e of mass transportation in the past 25 years has s everal 

r easons and se ver a l adve r se result s . How one vie°\vS t hese reasons 

and r e sults d e ter mines , in part , what sort of mass transportation 

l egi s l ati v e program should be prop o s ed . Questio n s of political 

feasibility .,,,j_ll a l s o we igh h eavi ly in dete rmining the nature of 

th e l e gisl at iv e p ac kag e . 

Th e r easo J,B f or t l1e d ec l ine of mass transit include : 

• 

- - The genera l attrac tiv e ness to th e public of th e privat e 
automobile as a mode of tran s port a tion , and t he increa si ng 
af flu e 11cc \vl·1ic l1 h as allowed growing numbers of c onsumers 
to purc l1asc nuton1o l)ilcs ; 

-- Tl1c di spers i.on o f the u rba n population into low d ens ity 
s ubu r l1s , wl1cl.:-c n1ass tran sportat ion has had l ess of a 
rel ati v e ad v antage tl1an in t he h igher d e nsity cities ; 

-- Tl1c r e l .a ti v e ly l ai-ge amounts of Fed era l funds which have 
b eo 11 a vail ab l e to s upport high'i.va::t expendi tu.res in urban 
are s ( $ 2 . 2 billio11 in FY 1970), compared t o the much 
s1nn ll er an1ou11t s whicl1 only r ecent ly l1ave been made 
availab l e for mass tra11sportation ($175 milli o n in FY 1970) ; 

-- Th e f ac t tl1 at mass tr ansportation costs must be paid by the 
u ser e v ery time h e rides a ma ss transportation veh icle , 
whereas the a u tomobile user does not "feel'' all h is costs 
d irectl}' whe n he uses his car; 

- - Th e regulatory and poli .tical pressure to keep mass transit 
fares lo\..;, which has necessitated a decre a se L11 quality 
{st udies have sl1own t.riat mass tr an sit users are generally 

willing to pay in creased costs in order to r eceive in creased 
quality of service) ; 

-- "I·he la.ck o .f a political mechanism at t he lo ca l le ve l which 
can deal with t he probl em effectivel y ac r oss the seve r al 
political jurisdictions no rmally extant in ro~jo r m€tro po litan 
areas . 
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Th e ad v e r se eff e cts of the declin e of mass transit i n c ·l ud e : 

-- Gro v-1in g difficulti e s for t ho se who ca nno t affo rd pri v a t e 
tr an sp ortation or t,,1ho cannot use it readily (e.g ., t..l-ie 
aged , young, p oor and h an d ic ap p ed ) ; 

-- Incr e a se d p ub lic c os t s for str ee ts and hi ghway s t o h andl e 
th e a cco mpan ying g r owth in au to mob i l e tr a f f ic, a nd th e 
accom pa ny i ng so c i a l c os ts of hig hv1ay c on s t r uc ti on ; 

-- Cong es tion , and th e noi se , p ol l uti on and o ther 11ega ti ve 
featur es assoc i a t ed wit h cong es ti on ; 

-- Th e f u rt h er i mpe tu s t h e d ec li ne h as given t o d i sp e rse d 
l and d ev c l opmc r1t , wl1ic l1 in tu rn , r einfo r ces the decline 
j_n t ra n s i t and t-.he i n creasing costs of pub li c s er vices . 

Ba se d on t l1cse r easo 11s a nd effects , th e Federal mass transpor t ation 

asnis tc111ce p rogra 111 co ul c1 b e bas ed on one or a combin a t i on of the 

• 

- - Impro vin g l oca l capacity to plan and imple ment sound 
d ev e l opme n t progr ams i11 gen e ra l, and t ransportati o n 
pr ogra ms i n particu J.a r , espec i ally acro ss curr e nt 
po li tica l j t1r i s dicti ons wi thi 11 me tropo l itan areas . 
Progr ,1n1s 01~ic rlted to \vard this purpo se cou l d inc l ud e 
empl1asis on p l an l1i ng prer eq uisites , r equi r ements fo r 
a1,d s u1,1port of tvle t ropol i tan Deve l opment Agenc ie s , a nd 
f l e x ib l e transp o rtation b l ock gr an t s . 

-- Sllpporti 11g t1~ansport a tion in\ re st. rnents t._riat c a n f aci lita te 
t h e creation o f viab l e n e\._1 cornmu..l"li t i es to h ous e fu tu r e 
popul a tio 11 gro,vt.h . 

-- Supp o rting transportation inve s "tl~ents t.~at ca n s timu lat e 
th e r ed e'--'elop .rnent of prese11t ur bai, a r e as . 

-- Itttpro v i .ng th e cost/effecti ,leness of ur ba_l"l tr ansportat i on 
sy s t ems . High qu a lity mass tra.r1spo r tati .on sys t ems appear 
to be more c~st /ef fective than pr i vate autooobi l e sy s tems 
f or some urba n tran spor tation purposes , prima ril y f o r 
peak-hour co mmutation . Howe v er , political , adm i nistrati v e 
an d institution a l barrie r s , including large imolicit -
su bsidies to automobi l e c or.imutati on , have h e avi l y weighte d 
t he sc a l es t°"'ard the l ess c ost/e ff e ctive solution . A 

pr o-.1ram aimud toward r ect i fyi n g t his situation coul d in 
c l .Ude grar its to mass transportation syst ems , prefe r ent±a J_ 
trea tmen t of m.a;5s t.ra.Ttsr.10rta tion vehicles on h:i.gr1ways , 

• 
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and special peak - hour charges for highway usage . 

Pr eserving or improving mass transportation for the poor . 
Since many urban poor cannot afford private auto mobiles, 
preserving some form of urban mass tran .sportation is 
almo st a socia l necessity . A mass transportation grant 
program , poss i bly operating subsidies, co u ld be directed 
tm,ard this goal . 

Maintaining and irnproving the quality of mass trar1sp ortati on 
for tho se i,,1ho choose to use it . This purpos e is similar to 
th e pr eviou s on e , al though its orientation is broad e r tha11 
j u st th e poor and the disadvantaged . Mass trai,sportation 
capit a l or op er a ting grants would b e an approp riate vehicle 
to ser ve thi s purpo se . 

Th e following section dea l s in mor e deta il with the kinds of pr ograms 

and acti vi tj .os tl1at co uld be i ncl11ded in a mass transportation l eg is la -

ti v e p ac l<age . 
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II. PROGRAf-1 C0t1PONENTS 

. 
• 

The Federal Urb a n t1ass Transportat i on program presently authorizes : 

-- J.oan s and grants f or c ap i tal i mprovements 

-- r esearch , dev e lopm e nt and demonstrations , and 

-- g ra nt s for technical studies , university res ear ch and 
tr aini ng, arid manageria l fello wships 

Th e n eed for continuation of th ese current activities hinges on an 

. 
asse ss me nt of wh e th e r fin a ncing in the amounts required could be 

g e nera t e d by proj ec t ope rat ions or would b e forthc oming fro m the 

pri v ate mo ney mar ke t or wl1ether the structure of a Federa l subsidy 

is necessa ry or d es irabl e to e ncour age commu11i tj _cs to u se tran s it 

as a po si tive tool for i n f l t1c11ci ng urba n d ev e lo pme nt a11d meeting 

ot h er soc iaJ . nnd eco non1j_c objectives . 

Any co mbi.11.:tt io 11 of t 11e follo \'1i 11g n e\v p rogram components could be 

added to llM 'rl\ ' s autl101 : i ty : 
• 

--

--

' 

Oper tin g subsidies are no,v prohibited on the grounds 
e I • 

tl1 a t th ey would i11volv e UP1TA too deeply in the day - to - day 
op e rations and po l icies of transit operators and r emove 
in ce ntiv es to prudent lo cal management and labor relations . 
But i11 man)' cases an operating subsidy co uld substitute 
for a mo r·e expensive capi tal project or could help cover 
the initial "start up costs" of innovative ne .. ,; se r vice 
cot1c epts . 

Advance a~uisition of right - of - way would all ow communities 
• • 0 

t o facilitate investt t1ents planned for the future by acqui ri ng 
needed rigl1t-of - \-\•ay while l and prices are lower a nd before 
in cons i stent development occurs {such as allov.ring an 
abandon ed railroad line to be preserved fo r fut ure transit 
r ather th an revert t o other private uses) . Advance acqui s ition 
allow s more orderl 'j-' tr ansporta tion planning and stagin g of 
• 
inv e st ment progr ams , a s we ll as r educing future disl .oc a tion 
pr ob l em..-;. For th ese r easo ns a suhsta .ntia l revolving fund 

• 

• 

• 
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• pr ov i ding interest - free 100 % loans for advance acquisition 
of hi ghway right - of - v1ay was provided i n the 1968 Highway 
Act. Mass transit cou l d be given this sa me advantage by 

II-2 

(1) changing the l!ighv1ay Act to i nclude trar 1si t r ight - of - v.Tay. 
as t--1el l as highv1ay , (2) includ i ng advance acq-uisi tion for 
bo th transit and highw ay in any block grant for urban 
tr an sporta tion, or (3) by including such authority in an 
expanded mass tran sit program . ' 

-- Excess land acquis it ion v1ou1·d allow local bodies to acquire 
l and in e x cess of actual right - of - way r equirements in order 
to control the use made of property adjacent to the syst em 
or it s t ermi na J.s . This provides the co mmunity with the 
n1ea ns t o prot ect it s transportation pl ans and i nvesb.nents 
from incompatible development and to re coup for th e public 
a portion of the incre ased l and v a lu es that r esu lt from 

- -

the public inv estme nt . Th is could be impl emented by allow 
i ng 1'"'ccl er£ 1J. l oa ns to be made for excess acquisition , with 
th e "profit " from s ucl1 l and being r e i11vested in urb an mass 
tran sporta tion -- at l east until th e blo ck grant principle 
i s e xte nd ed b eyond tra nspor tation prog ra ms . Utiliz ati on 
of s ucl1 aut l1ority would require State or l ocal legisla t ion 
in n1u11y arcns . 

'l'OPICS a11d frir1gc par ki119 demonstrations are co mponent s under -tl1 e F edera l Higl1wa y Program wl1ich could be combined with mass 
trar ,si ·t i 11 a bro ade1.· trust fund 01· block grant program . UMTA 
alr ead y has authority to assist parking facilities and the 
obj ecti ves of the TOPICS program complement those of urban 
n1ass tra nspo rtatio11 . 

-- Urb an hig11\-1ay construction or airport develop ment could also 
be in c luded \"'i th an:~l or all of the above i n a.1'1 Urban Trans 
port atio n Trust Fund or Urban Transpo rtation Block Gr ant . 

-- Al~ Federal srant s for transportation, including all highway 
•• 

, 

• 
construction, highway safety and beautif icatio n , airway and • airpo rt 
developm e nt, port de\~elopme11t ai1.d navi gation projects could 
eluded with mass transit in an overall Transportation Trust 
or Block G1·ant . (Possibl~ 1 a\ 7 iation a:--id mari tim~ operating 
subsidies should also be included . ) 

, 

I 
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III. MECHANISMS FOR PROVID I NG FEDEP-J..L ASSISTANCE 
.. --. 
• 

There ar e a number of different instruments or mechanisms for providing 

Fed eral assi s t ance to communi ties . The choice among these alternatives 

basica l ly involve s (1) the degree of subsidy desired; (2) th e basis on 

which supp or t is to be provided (including project vs . block grant) , 

(3) differing degrees of privat e money market participation; or (4) 

metho ds to spread th e budg etary impac t of Federal assistance . 

The " su lJsid y tssuc " basically det ermines the choice be t"v..1een a grant 

program a nd a l oa n program . Diff e rent type s of Fed e r a l lo an in s trum e n ts 

do j_nvol vc ~omc e ].cn,cnt of sub s idy , but no l oan progr am can be effe cti ve 

wl1ere t l1c obj e cti ves 1:-equire sub s t a ntial sub s idi e s . 

If t h e probl en\ is cssc 11tially one of difficulti e s in th e money mark e t , 

th e v ariot1 s loa11 instrum ents can be co11sider e d on the b a s i s of th e ir 

• 
eff e ctiv e 11css i 11 over c omi ng tl1 e obstacle and t.heir budgetary impact . 

Th e ma jor i11strum ents ai-e : 

--

- --

Dir ec t Fed eral l oans to the i mple menting agency , norma lly 
at an int e rest rate j ust above t.he Treas ury borrowing r ate . 
This k ee ps interest ch a r ges t o a minimum and allows repayr aent 
te1 -ms to be mo1-e f a \rorable than co:nmercial loa..11s. The - subsidy . 
e l eme nt lle r e is the r elatively Siua.1 1 di ffere n ce bet,..reen 
Tr eas ur y and c ommercial (tax exempt} rat es . The budget pr og r a~ 
must r ef l ect the entire amount of such lo an s . 

I ,n ~cres t s ~bsi dy may be gi "ren in association \vi th a dir ec t 
l oan by charg i ng int ere st rates at less than the cost of 
Tr easur ~· borrow in g a t any lev e l down to zero ; or s uch a 
sub sidy may be prov i ded by providing for Federal payment of 
any des ·i red portion of t he int e r e st on a co mmercial lo an, 
su ch as t he d .i f ference b e t ween th e com.l'!ler c ia l rate on taxable 
bon ds v s . tax exempts . In the ca se of dir ec t int e r es t subsidy , 
bu.dget t o t a l s r e fl ect 0 11ly th e amount of th e subsidy to be 
paid. 

I 
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Lo a n guarantees a l lor,,; private finar 1cing to beco me 
available v1he re it would not otherwise be or at more 
favorabl e i nterest rates . Loan guarantees do not shoi.v 
up i n budget totals . Fede r al guarantees of tax - ex emp t 
lo ca l securities i nevitably beco me an issue . 

I I I - 2 

Where program obj e ctives require sizeable Federal subsidies i n order 

to be effectiv e , the basic mechanis m is the direct grant . The 

alt e rn a tiv e appr oa ch e s he r e involve whe ther the grant is cate go rical 

and proj ec t - by-p r oj ec t or v1heth e r it is b r oa der and allo, vs g reat e r 

flexibilj . ty i n u.sc (i . e ., s01ne form of blo ck g ra nt) . 

• 

-- Ca t egorica l gra nts are av a ila b l e f or a s i ng l e p urpose and 
• I 4 - e 

ar e giv e n on th e basis o f a p r o j ect - b y- pro j ect r e vi ew 
(e . g . , p rese nt highw a y a nd mass tr ansit programs) . Th is 
ap proac r1 gi v cs Federa l at 1t hori ties ma x imum impact on the 
di rec t io r\ un d u se of g ra n t fun ds , but a l so runs t l1e r i s k 
th a t c1i f f cr in g t er n1s , a 11d co nd itions or ava i la.bi l i ty as 
b c t:\.;ec n p rogra ms will d istort l oca l decis i on - maki ng . 

. 
- - Bl oc k gra 11ts a 1·c a v a il ab l e for br oader purposes and are no t -t ied t o spec i f i c p ro j ects . The y a ll ow f l e x ibility to deve l op 

br.o ad p1;ogr0. n1s t o meet c l1a11gi ng comrnuni ty needs . This 
app roac l1 c l.in1.i.11a tes t l1e va1· i ou s categorica l conditions a nd 
dj .. f f er in g n1atc l1i ng req u i r eme n ts that ma11 d isto r t l oca l d e ci s ions 
an d :rcd t1ccs tl1 e i 11f l e x ibi l i t y o f l ong - term catego ric a l pr ogra rns 
in th e u se o f Federa l r eso ur ces . Fede r a l s upport f o r mass 
t ra n s i t co uld be p ro \rid e d as p ar t of an "Ur ban Tr ans p o rt at i o n " 
bl .ee k g r a nt a l so in c lt 1di 11g TOPI CS an d Frin ge Par k in g from t h e 
Fcd e1.·al- Aid Hi gh \vay Prog r am , and po ssi b ly even urban highv 1ay 
c o11s t r u ct i o11. A Gen e 1.·a l Tran spo rtati on Block Grant could 
a l so in c lud e tl 1e Departme nt ' s ot.11er assist an ce pro g r ams . 

Continuati on of a categor i ca l g r an t pr ogr am for mass transit could 

provid e some of the advantages o f bl o ck g r an ts by pro v i d ing Federal 

assi s t a.nce on th e ba s is of c omp1-ehe11s i ve ar eav..ri de pr og !:'ams for tr ans it 

i mprov e~~ nt s r athe r th an individua l projects . 

• 

• 
• 
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I f the pr e.se n t fo rm of gran t p r ogram is r etained , p r oject grants 
-

c ould b e p rov id ed in t he form of 

-- Annu al Contribution contracts which have t..he effect of 
spr ead ing the total Federal grant over the l ife of the 
proj ect through annual amortization payments . This has 
th e ad vantage of reducing the initial budget i mpact of 
th e program , but do es so at t he expense of the interest 
an d h igh e r admir1istrative costs o-ver the life of the 
p ro j ect , and adds friction i n intergover nmental relations . 

• 
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IV. PROGRAM LEVEL AND DURATION 

, . 

The cur r ent mass transit p r ogram is funded a t $175 million for 

FY 19 70 , of 11,hich approxirnately $130 mi l lion is for grants (tl1e 

r emainder being for res e arch and demonstrations , technical 

assistance , and other small progra ms) . This level does not begin 

t o make a dent in the capital r equ irem ents of r ail rapid transit 

systems in b e ing or plann ed . The capital cost of the BART System 
, 

in th e San Franci sco ar ea , for exampl e , will be financ ed p rim ar i l y 

by a $792 mi llior1 lo ca l bond i ss ue , which would all be elig i b le for 

Federa l 2/3 s h ari ·ng und er th e curr ent program . Obviously , t he ent ir e 
• 

Fed era l. p rogra n1 a t cu rrent l eve l.s cou ld be de vot ed for severa l years 

e nti re ly t o tl1 0 d ev e l op me nt of tl1 e BART Sys t em. A r eport prepared 

for l lllO i.n l.966 , based o n di sc l1ssio n s wi tl1 p l anning bodies and 

tr ansi t co mpn 11ics , esti n1ated capita l r equirements for exis t ing , p l a nn ed 

and lik e ly fixed rai l. 1·apid tr a n sit systems for the 1965 -7 5 period at 

$8.6 bi .ll ion . Other est i mates h ave been l1ig he r . 

In addi tio 11 , th er e is the l ac k of assu ran ce to ur ban ar eas t.."1at t his is 

a long-t erm program upo n .which th ey can base f u t ure pla~ning and bond 

r efer e nda . The program is now fu11ded one year in ad va"1ce (i . e . , funds 

have alr ea dy be en appropriated f or FY 19 70) . The High way Trus t Fund , 

by ~ r is on , has a l egis l ative du.ra t .ion unti l FY 1974 . 

• 
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, If a decision is made that t he program should help fin an ce rail 

IV- 2 

rapid tran s it sy s t ems on the same basis as bus systems; as t..he 

current program does , then a program level building up to $1 billion 

annually vii thin th e next fev1 years would not be unreaso nab le on 

progr ammatic ground s . The basic iTLhibition aoainst such a level 
J 

would be political , fiscal and administrative . 

On th e oth e r hand , if the program i s going to i mpose firm cost /effect iven ess 

criteria, whi ch woul d t e nd to slow up all grant projects and to weed 

out s ome pot ential new rail r apid transit systems , a lo wer l e ve l might 

me et th e requirements . 

In light of the se co n s id e ratio 11s , th e program l eve l could r ange f .rom 

tt, e c urr o11t l e v e l of ap1Jroximate l y $175 million annually to about 

$1 billi on a nnu a lly. 

Wi tl, re sp ec t to duration, the progl :arn could continu e with the one - year 

advance appropriation , or co 11ti11ui ty could be provided th rou gh multi 

year contr ac t autho r izations i f gen eral fund fin an cing continues , or 

through a multi-year trust fund . 

• 

A major conside r at ion in det ermi ning the initial duration of a lo ng-term 

mass tr ansi t financing prog ram i s the p lann ed completion of ti~e 

In terstate Highway Program in 1974 and the scheduled termination of t..~e 

Hi ghway Tru s t Fund at th a t ti me. In ord e r to r espond to the statutory 

r equirement for reports to t he Congress in January 1970 and 197 2 on futur e 

• 

• 



' 
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./- highway needs , the Department a.rid the Ac1ministration v1ill have to 

. -
, 
• 

complete a comprehensive , multimodal evaluation of transportation 

needs and alt erna tives and dev e lop proposals for a post - Interstate 

tran spor t ati on prograrn . 

A Mass Trartsit program extending until FY 1974 could facilitate the 

impl ernent at ion of nevi approaches to urban t .ransportation problems 

and a r es· truc ·turing of Fed e ral ass istance programs in the post - Interstate 

program . 

On t}1e o·th er h and , a four-year mass tr ansit program may not provide 

sufficient con ·tir1ui ty to f acilj . ta te effective lo cal p l anning and 

d -ci,i;;:i ,on - rnok :i.11g . 

• 

• 

• 

• 
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V. FINANCING TI-lE FEDERAL PROGP~-M 

Regardless of the forrns in which Federal assistance will be given, 

there are a l ternative ways to structure the frame work for providing 

that as s i s tance and the f lo v1 of funds into that framev1ork. 

Most Federal activitie s are fund ed by annual appropriation action 

by Congr ess , in which th e program ' s direction , sc ope and priorit i es 

can be r eex amin ed ea ch yea r by both t~ e Executive and th e Congr ess . 

Often th e b as i c sub s t antiv e l eg i s lation es t ab l i shing a pr ogr am may 

impose spec ifi c authori za t i on ce i l in gs on th e pr ogram by yea r or in 

lump s um f or se vera l y ears . Somet i mes aut h or ization s must be passe d 

e ac h y ea r by th e sub□tantive l eg i s l ati ve committee befor e t he 

Approprintio t1 Cammi t tcc ca n act . 

But th e pro cess of annu a~ au t horization /appr opr i a t ion may prev ent 

ef fe e ti ,re u ti ).iza ·t io n of a progran 1 i11 s i tu a tio1 1s where l ong p l ann in g 

• 

cy c l es , pub l i .c co nso nt - gai r\i ng , Ol.' elaborat e fin ancing arrang ements 

mus t pr ec de n pro ject . . Lac k of con ti nui t y from yea r to year and 

unc er tai n ty abo u t th e ava i l abi l ity of ass is tance can di scou r age use 

of s ucl1 prog ram s ~s Mass T1.·ans i t beca use l oca l of f icia l s have no 

assura nce th at , once they have unde r take n th ese ar duou s a~r angemen t s , 

a ssista1lcc wil l be avai l able . 

There are t wo llasic alterna tiv e approaches to gi vi ng a pr ogram 

l ong-t erm continuit y and f unding . 
• 

• 

• 

• 

• 

f 

! 
' I 
' 



" 

--
~eneral Fund Approach . . , ,;,, 

• -
The simpliest and most straight - fon 1ard method is for Congress 

to provid e ob ligation al authority for the desired number of years 

at the desired program lev e l. This mechan is m establishes the program 

lev e ls in advance , and the authority becomes available aut omatic a lly 

eac h y ear . Th e g e 11e ral fund approacl1 does not r equire earmarking of 

r evenu es or imposition of ne \•1 t axes , al thoug h compensa ting tax 

in crea ses or user cl1arges could be i mposed . 

'f!.:._LlS'!=; .Fu11d Ar,>proac 11. 

'l'l"le tru s t fu 11c1 approucl1 accon 11) li s hes th e b as ic ob j ec tiv e in virt ua lly 

t h e sruno \-Jay a s t l1e g e 11cra l fu11d - - autom ati c ava i l ab ility of fun ds 

for t:.hc de si r ed 11urnbcr of y ears . But it also es t ablish e s a !:>articular 

sot1rce of fur 10 s by ca:i."1T1a1-kin g specifie d tax r eve nu e s into a trust fund 

a cc o\111t a nd l .imi ting th e pl :-ogr am to th e r evenues produc ed . In oeneral -

tru ~t ft.,nds l, av ~ tl1e disadv a ntag e of bej.ng diff icult to co nt rol, 

b ecause ea r1narked revc 11t1es cai.111ot be us ed for othe r purposes and the 

program will norma lly use all ava ilable f unds regardle ss of changes 

in ov era ll na.tion a l pr iorities . But t!1e Cong r ess is rel ucta nt to 

V- 2 

provide the desired long - term fina nci ng for a p!"ogr am \:vi thout t he · 

a ssurarlce of pay - as - }·ou- go t.hat a trust fund can p r ovide (al though it 

h as never seriously conside r ed the converse problem) . The Highway 

Tr ust Fund , for example , r ef l ec ted a r eso lv e that the new inv estmen t s 

needed would be .Paid for out of current re venues , and new gas tax es 



• 

• • , 

• 
, 

L-~_,.,.. a 
f'iete impose 

. I 

as "u ser charges " to prov1· de h t e eannarked revenues . 

"T}Jere was, therefore, a direct connection betv 1een the earmarked 
., 

revenue s and the program funded by the Trust Fur1d. Subsequently 

political pr e ssure s have be en applied exclusively to compelling the 

expendit ur e s of all availabl e r eve nues on the originall y indicated 

pur pose . 

A decj_si on on th e so urc e of r eve nu es t o be e arma r ked f or a t ru st 

fund dep end s on th e scope of prog r am to be s uppo r t ed , th e ques t i o11 

of new us er t axes , an d po l iti ca l con s i de r ations . 

I f th e f und i s to s upport a ll tran sp ort a t ion activit i e s of th e 

Dep ar tme nt (h i gl1wa y s , t1 :-an s it , a irw ays , and a ir p o r t s ) ma j or new 

sour ces of r eve nu es woul d h av e t o b e found and it woul d be difficu l t 

(at l e as t i 11i ti lll l y ) to avo:i.d s ub s idy or cr o s s - s ub si dy ev en if new 

u se r cha rges we r e impose d . 
• • 

If th e f und wer e r es t r ict e d to Urb an Trans port a t ion (tral1si t, TOPICS , 

frin ge pa r k in g , ad va.11ce acquisition , al1d poss ib ly constr uction ) it 

would b e poss i b l e t o br eak off a pi ec e of the pr esen t Hi ghway Tr us t 

Fun d and a ll ow p r ese 11t i-e,rer1ues ta, co ve r mass t rar1si t a s ;,1e ll. This 

appro a ch woul d sti ll in vo lve cr oss - subsid i zation between auto and 
• 

ri.ori-a\lto u Rers . 

• 

V-3 
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.. 
Jf a tru s t fund v1er e to be established solely to su ppo J;t present 

•or expanded mas s transit progr ams , rev enu e s cou ld be ear mar ke d fro m 

any combi n a ti on of th e fo l lo v1i ng so urc e s or phase d to shift fro m one -
to anoth .e r s our ce : 

--

• 

Aut o Exc i s e Tax . Each pe r cen t age po i nt of tax yie l ds 
$200 mj.ll ion . Any desir e d pro gr am l eve l could be 
a ch ie ved by earma r k i ng th e des ir ed po rt io n of t l1e t ax . 

A perman e nt auto e xcis e of 5% (7 9o now, and th e administ r a ·tion 
has r eco rruner1de d r e t ention at 7% r ath e r than s cl1edul ed drop 
t o 5% in Ja nuary) co uld suppo rt a $1 bi l l i on pro gr am. As 
a ta x on t ra nsportat i on , th er e i s some j us tif ic at ion for 
ear marki ng auto exc i se t axes for t r anspo r ta t i on use r s , 
par t:j_cu l arly si nc e ro ad u ser s be 11e f i t fro m tr ans i t inv est me11t s . 
Th er e j,s a l so sornc ro ugh j us t ice in co ns id e ri ng th e at1to 
ex cj .sc a s a k i nd of pe ak hour ur ba n trave l u ser cha r ge . 

~n ob s tacl e t o use of auto excises is th e p r evio us commitment s 
and pr ess urGs f or e li mi nat io n o f th e t ax e nt i r e l y , and t he 
ne cess i t y f or posit iv e Congr essi onal acti on to ext end i t . 
J\l .s o , if th e r ev ent1cs arc u sed t o su pp ort ur ban tr anspo rt a tj _on 
it wou l.d con s titut e a cr oss - subs id)' be t ween rura l and urba n user s and 
if th ey ar.c u se d to s t1pp ort 011ly t ra.11sit t here would s ti l l 
be a cr oss-s ub si dy be t\1ee n at1to and tr ans i t u se r s . 

--

--

. 

Gas oli 11e Fu e l Ta x . Eac h ce nt pe r ga ll on y i eld s app roxi mat e ly 
$780 n,illion pe r ~,ea r . Tl1e s ame equi t ie s t hat app ly to th e 
a\.\to exc.i.s e t ax ap p ly t o th e ga s tax as we ll . In ad d i t ion 
t l, e ga s t ax i s \:vide l 1• consi de r ed to be t.1'1e exclu s iv e sou r c e 
for Fe d er al a 11d St ate higr 1\~•ay co nstruct i on r even ues a.rid ari y 
a tt emp t t o t ap this so u rc e would be conside r ed as diversion 

o f l1i ghway r e v~r1ue s . -
Ot her Exc i se Taxes (e .g ., c igare tte , li quo r, elect ri cty , 
adv e r ti s ir ~g} . A 10 % in c r ease in t.i-ie li qu or t ax viou l d y i e l d 
$'340 mi l l,io n p~r y e ar . Ea ch 1¢ o f cigaret t e tax y ields about 
$250 mi ll io rl pe r y ea r . Exc ises cou ld be i mposed on e l ect r i cit y 
co nsum p t ion or tr an sraiss i on o r ci gar e tt e (or all ) adve r tising 
to achie \'e anv l e ve l o f r evenue s des i r e d . To th e e x tent 

4 

th at s uch t ax e s ar e ul tir nat e ly bo r?1e on ly by mi ddle or upp er 

• 

in come i ndivid u a l s t he y may t,e e as ier to i mpos e , but if th ei r 
i n c i d e nce is fair l y v.ide , s uch t axes v;ould be hi ghl~y r eg r ess iv e . 

' . 
. , 

. • • ~ - ~ ---

• 
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These sources have no connec tio n \•li th transit or trans portation 
use and it v1ould therefore be difficult to j ustify their 
application to transportation as aqainst an v other Federal 

. - -
~ program. Tieing any particular Federal program to rev enue 

derived from cigaretts or cigarette ad v ertising, for ex ample , 
may also creat e vested interests that would oppose desired 
Federal action against such items for health or safety reasons . 

New User Charges. If it were believed t.hat tra.risi t us er s or 
beneficiaries in any co mmun i ty should p ay for th e i r· own 
tran sit investm ents , no Federal subsidi e s or user ch ar ge s 
v1ould be n e eded . If cross-subsidization \•lere desir ed \\1i tl1in 
local are a s to b e nefit tr ansit us er s , fin an cin g mech an i sms could b e 
devised j_n e a ch ar ea and no Fede r a l subsid y or user charge s 
would be nee de d . 

On th e oth e r hand , a p ac k age o f Fede ral us er charges su ch a s 
h . h a parki ~g t ax cou l d 

•. 

Peak-hour toll s on co ng est e d 1.g ways or . . 1 
• t' 

· · th e ef' f 1.c1.0 ncy of exis J.ng provjd e a me ch ani sm for i nc r e asing - ~ 
. . · t· d provid in q r ev enu es for ne w 

tran sp or ta ti o11 f ac1. l i 1.e s arl ia be j mpose d Federal l y 
tran s it inv est n,e 11tf-s . t s ucls11.· cthoa:g::b: ~u t ra 11sp ~rt a tion program , 

f' p ar t o a r a n 
to in an ce - f or t heir cont ribu t io n . 
or loc a lly a s a s ou rc e 

. . 1 . a re gu l at or y and a ll oca ·t i on 
h 5 se rv e p ri mar i v 

Such c a r ge t~ r t l1e ch ar ge and t he more 
fu11c ·tion -- i . e . , th e 1 gr e a th e r ev enues p r oduce d . But t he y 
ef f c ct i ve it i s ' tl-ie es ~ag e fox- expan ded tra nsi t or urba n 
co\.1).d b e pa rt o f any p asc e i· tl 1er as ; direc t Fede r a l cl1ar ~e or a s 

· pr o gr a m , · . . · t tr an s port a ti~n - on l oca l i t ies as a condit ion of ass i s ance . 
r equir en,er 1t i mp os ec1 

• • 

• 

t 
I 

i 
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VI. ALTERNATIVE LEGISLATIVE PROPOSALS 

. 
• 

Report has att empted to : 

--

--

. -
id entify the prob l ems and opportunities to v1l1ich a ne\v 
mass t r ansportation or urban tra. ~sport atio n legislati ve 
program might respond, and 

id entif y the necessary e l ements of such a proposal a.~d 
th e alternatives available for each ele ment . 

These a l t e rnatives can be combined in an in finite number of ways , 
. 

a
nd 

the s e l e c ·tion of a c~mpl et e package wil l depend on the weight 

on e att ac11es t o variou s purpo ses or objectiv es . 

Th e Tas k For ce has not att emp·t ed to r eac l1 agre ement on a sin g le 

pack age ns i t s r cco mmc11ded l egislativ e pro posa l . Rath e r , it has 

sough t t o id e nti f y a nd di sc uss th e r ange of alt ernativ e s avail able 

and t o p rese 11t t l1i s a 11a l) 7Si s i 11 a m a 1111e r th at ca n f acilitat e 

De p ar tm e nt a l po li cy dec i s ions . 
-

In or de r to fa c ilit at e policy dec ision s , the follo wing packag e s 

h a ve b ee n devi se d a s illu s trativ e l egislative initiatives . They do 

not cov e r tl 1e e11tire r a11ge of possi b le co.Tilbinations . They can be 

. . 

tak e n apart a nd rec ombin ed . They si mply attei ~pt to reflec t r eal i stical ly 

th e boundaries \vi t hin \vhi c11 tl 1e Departm e nt ' s options probably f al l. 

a· t · sues follow fr om t..'le maj or decisions . These A numbe r of subor in a e i s 

, th e de t a il ed i mpl ement ati on and t.~e general terms, have to do wi th 

l i mi t ations f or th e pr ~ r am ulti mat e ly constituted . co ndition s ' a11d 
• 

i ssues ar i s ing a t this l eve l can be r esolv ed Policy decision s on any 

d . a th e r e vi ew o f dr a ft . l egislation . subs equ e n tly urin J 

.. . . 
, .. 

• 

• 

, 

• 
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UMTA LEGISLATIVE PROGRAM ALTERNATIVE 1 

Type of Funding Trust Fund 

Term of Program 4 years 
.. 

Level of Program Moderate Increase 

Source of Funds Auto Excise Tax 

Funding Mechanism Prese11t 

Scope of Program Some Expansion 

*Profits not realized until 1975. 

Urban Mass Transportation 

FY 19 71 FY 1972 FY 19 73 FY 19 74 

--
--
--

Coincides with t e rmin a t io n o f 1-Iighway Tru s t Fund 
Relat e s to classification s tudy a nd ne e d s s tu dy 
Affords opportuni ·ty for compre l1e ns i ve r e vi e w 

$300 million $400 million $5 00 million $600 million 

--
--

Reasonable transition 
Reasonable subsequent 
revenue potential 

fro m 
step 

FY 19 70 {$200 mi llion) 
j.ncr e a se s wi thi n e armarked 

1.5 % pts 2% pts 
3% P t s 

-- Yield is cur ·rently $20 0 roi ll i o n pe r % 
Point 

Grants {and loans) 

-- All present progra ms 

--
. . on of .,. . • 

Advance ac qu is i t i . 4 l.g n t - of - wa y 

--
, · s iti on* 

Excess land acqul, 
• 

-- I.mpro -ved re l oc ation as sis t anc e 

• 
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UMTA LEGISLATIVE PROGRAM ALTERNATIVE 2 • 

'Dype of Funding 

Term of Program 

.. 

I 

Level of Program 

Source of Funds 

Funding Mechanism 

Scope of Program 

Trust Fund 

4 years 
I 

Moderate Increase 

Alt. A Auto Excise Tax 

Alt. B Cigarette Tax 
• 

Present 

Some Expansion 

• 

*Profits not realized until 1975. 
, 

Urban Mass Transpor ·tation 

FY 1971 FY 1972 FY 1973 FY 1974 

--
--
--

Coincides with termina ·tion of I·Ii gl1way Trust Fund 
Relates to classification s tudy and need s s tudy 
Affords opportunity for compr ehe ns i.ve review 

' $250 million $350 million 

--
--

Reaso nable transition from 
Reasonable subsequent s ·tep 
revenue potential 

1.25% pts 

1¢ per pack 

1.75% pts 

1 . 4¢ per pack 

$450 million 
$500 million 

FY 1970 ($17~ million) • 
incr eases within earmarked 

2 . 5% pts 
• 

2.'25% Pts 

l. S¢ Per pack 
2 . 0¢ per pack 

Grants (and loans) 

-- All present programs 

-- . . . on of r 1 h Advance acqu1s1.tl 9 · t - of-\qay 

-- Excess land acquis i tion* 

-- Improved re locatl -oti assistance 
• 

.e 

• 

>• 
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Typo Pundi ng 

'!\ ar m o f i>rogr:L\111 

Source)) of ~unds 

F1.md i ng !llechun is m 

' 
Scopo of Prog.ram 

Tru ot P'und 

10 yoaro Cin crea..oo) 

Sub t &nt ial l ncreaeo 

11.uto Exci s e Tax 

Alt . A. Diffor encial urban h igh'lilay 
user charg es 

~l t . B. Ci~ a.re ct e {or o t:her 
S\ Ut\pt:uary ) levy 

Shar e of Pr ofit f r om Excess La.Ad 

Pr esent 

M-ode.r a.te Cha:~ge 

• ' . 
• 

• 

• 

FY l97::? It\' l 9 7 3 -. ,, . .... rv 11¾7:S•~ 
• f ' -•• ••• • • , 4 ◄ 

-· b.aur es l oc l c;JOV()l'.'f\.l\\e t1 to o.t! oon t t nui ng Fe" r ~ l Prog 1:a • b."i• .i • t ,o.~ 
p.l.zmning , commJ.t t.i.ng , t un<.lin g l {1r g now eyoe art.11. 

$300 U l ion $400 mil l .ton 0600 u,i l l.l n 

-- ~~ onAbla trn n#ition £r am FY 1~70 (Ul 79 milli on) 
-- htll i to tic la Ul nca co ln rgo rn-1, 1- rnp'f t1t 1Jy 11 t...-o 
- Within o rtnl1r kod r~ vcn\.lQ pc,1..()11t.t l 

1 . Y. ~ n to 

-
-
-

2\ po i nt v --
-- ? 

Rffoct iv ono~~ ot 
Olr\00 ial \ i !or\ 

Uk t nv r.,. t,o y t lJ 

--

--

osoo mill.I. on 
. 02 Pot pad& 

_ ,. 

... 1 !>( 1 tal. l l ~',,QU 

.Ol p.t p.t-.cl( 

Ifie 1d oh.Ar~ wi dl toe.a 1 ~11v:l:'0At.o i 

nc •• ~ly ret.Qr n 1 ~104 y dtttl ~\ ~ 
~ p:roj.ct. 

_ .lll pr- •e.enr; 1>rr,igra:eti 

.... 

t i.1».1 ~i }. l .. ~ 
• e,..c· ... Q. 

• 

i h• • ' • . ": , .\• ' ·•:,:1, ' ••"•-.. .. ,, , 1 .. , , .. ·~ . , . ·: ·:\• . ..:,: ,~ ·.-',· .. 
• . · ;• , :" ,1• , . . . .. . ' •: ,,,_ . . . . . ' . 
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' • . ' 

• 

_ ";;::ar.c~ 4Cq1Ji c1 t.iOF, ot r ~ t.-of ~Y (CCNU M .f 1~ l:,yi r t.¢-«t h•t 

- ~ 6 l ..e..n,d ..-:q:: 11!.t. Len 
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Sour ce of l:'und 0 

Funding Moch~niSll\ 

' 

Urb•n AOC Hi9hwAy • TOPICS 
Maese Tran ai t. 

Exolse ':.'axes 

--
--
----

Share of exist ~ng Highway ?rus~ Fund 
Auco exc i se - ~rary 
Differential urban m.-y. user cha.rqe.,s 
Ciga.r e~ Le (or o't.he~ s\Opt\!a....ry) le?y 
Source Qf pr oiic frcci excess ~and 

Pre-sen t 

RNATIVS 4 

!l. 11f.ll 

$190 mil lion 

li'Y l lJ i 2 .. --~ 
0850 mt 11 lc,n 

450 
'100 

To ca,c r progrrun roqu .1.romo.n c 

l . 

450 
500 

• • • • • • • • • t(' ... _, • • • 
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